§23.22

based on future transactions or renew-
als that the bank reasonably antici-
pates will occur.

[61 FR 66560, Dec. 18, 1996, as amended at 66
FR 34792, July 2, 2001]

§23.22 Transition rule.

(a) Ezxclusion. A Section 24(Seventh)
Lease entered into prior to June 12,
1979, may continue to be administered
in accordance with the lease terms in
effect as of that date. For purposes of
applying the lending limits and the re-
strictions on transactions with affili-
ates described in §23.6, however, a na-
tional bank that enters into a new ex-
tension of credit to a customer, includ-
ing a lease, on or after June 12, 1979,
shall include all outstanding leases re-
gardless of the date on which they were
made.

(b) Renewal of mon-conforming leases.
A national bank may renew a Section
24(Seventh) Lease that was entered
into prior to June 12, 1979, and that is
not a conforming lease only if the fol-
lowing conditions are satisfied:

(1) The bank entered into the Section
24(Seventh) Lease in good faith;

(2) The expiring lease contains a
binding agreement requiring that the
bank renew the lease at the lessee’s op-
tion, and the bank cannot reasonably
avoid its commitment to do so; and

(3) The bank determines in good
faith, and demonstrates by appropriate
documentation, that renewal of the
lease is necessary to avoid financial
loss and to recover its investment in,
and its cost of financing, the leased
property.
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§24.1 Authority, purpose, and OMB

control number.

(a) Authority: The Office of the Comp-
troller of the Currency (OCC) issues
this part pursuant to its authority
under 12 U.S.C. 24(Eleventh), 93a, and
481.

(b) Purpose. This part implements 12
U.S.C. 24(Eleventh), which authorizes
national banks to make investments
designed primarily to promote the pub-
lic welfare, including the welfare of
low- and moderate-income areas or in-
dividuals, such as by providing hous-
ing, services, or jobs. It is the OCC’s
policy to encourage national banks to
make investments described in §24.3,
consistent with safety and soundness.
The OCC believes that national banks
can promote the public welfare through
a variety of investments, including
those in community and economic de-
velopment entity (CEDEs) and commu-
nity development projects (CD
Projects) that develop affordable hous-
ing, foster revitalization or stabiliza-
tion of low- and moderate-income areas
or other areas targeted for redevelop-
ment by local, state, tribal or Federal
government, or provide equity or debt
financing for small businesses that are
located in such areas or that produce
or retain permanent jobs for low- and
moderate-income persons. This part
provides:

(1) The standards that the OCC uses
to determine whether an investment is
designed primarily to promote the pub-
lic welfare; and

(2) The procedures that apply to
these investments.

(c) OMB control number. The collec-
tion of information requirements con-
tained in this part were approved by
the Office of Management and Budget
under OMB control number 1557-0194.

(d) National banks that make loans
or investments that are designed pri-
marily to promote the public welfare
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Compitroller of the Currency, Treasury

and that are authorized under provi-
sions of the banking laws other than 12
U.S.C. 24(Eleventh), may do so without
regard to the provisions of 12 U.S.C.
24(Eleventh) or this part.

[61 FR 49660, Sept. 23, 1996, as amended at 64
FR 70990, Dec. 20, 1999; 68 FR 48775, Aug. 15,
2003]

§24.2 Definitions.

For purposes of this part, the fol-
lowing definitions apply:

(a) Adequately capitaliced has the
same meaning as adequately capital-
ized in 12 CFR 6.4.

(b) Capital and surplus means:

(1) A bank’s Tier 1 and Tier 2 capital
calculated under the OCC’s risk-based
capital standards set out in Appendix A
to 12 CFR part 3 as reported in the
bank’s Consolidated Report of Condi-
tion and Income as filed under 12
U.S.C. 161; plus

(2) The balance of a bank’s allowance
for loan and lease losses not included
in the bank’s Tier 2 capital, for pur-
poses of the calculation of risk-based
capital under Appendix A to 12 CFR
part 3, as reported in the bank’s Con-
solidated Report of Condition and In-
come as filed under 12 U.S.C. 161.

(c) Community and economic develop-
ment entity (CEDE) means an entity
that makes investments or conducts
activities that primarily benefit low-
and moderate-income individuals, low-
and moderate-income areas, or other
areas targeted by a governmental enti-
ty for redevelopment, or would receive
consideration as ‘‘qualified invest-
ments’” under 12 CFR 25.23. The fol-
lowing is a non-exclusive list of exam-
ples of the types of entities that may
be CEDESs:

(1) National bank community devel-
opment corporation subsidiaries;

(2) Private or nonbank community
development corporations;

(3) CDFI Fund-certified Community
Development Financial Institutions or
Community Development Entities;

(4) Limited liability companies or
limited partnerships;

(5) Community development
funds or lending consortia;

(6) Community development real es-
tate investment trusts;

(7) Business development companies;

loan
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(8) Community development closed-
end mutual funds;

(9) Non-diversified closed-end invest-
ment companies; and

(10) Community development venture
or equity capital funds.

(d) Community development Project (CD
Project) means a project to make an in-
vestment that meets the requirements
of §24.3.

(e) Eligible bank means, for purposes
of §24.5, a national bank that:

(1) Is well capitalized;

(2) Has a composite rating of 1 or 2
under the Uniform Financial Institu-
tions Rating System;

(3) Has a Community Reinvestment
Act (CRA) rating of ‘“‘Outstanding’ or
“Satisfactory’; and

(4) Is not subject to a cease and desist
order, consent order, formal written
agreement, or Prompt Corrective Ac-
tion directive (see 12 CFR part 6, sub-
part B) or, if subject to any such order,
agreement or directive, is informed in
writing by the OCC that the bank may
be treated as an ‘‘eligible bank’ for
purposes of this part.

(f) Low-income and moderate-income
have the same meanings as ‘‘low-in-
come’” and ‘‘moderate-income’ in 12
CFR 25.12(n).

(g) Significant risk to the deposit insur-
ance fund means a substantial prob-
ability that any Federal deposit insur-
ance fund could suffer a loss.

(h) Small business means a business,
including a small farm or minority-
owned small business, that meets the
qualifications for Small Business Ad-
ministration Development Company or
Small Business Investment Company
loan programs in 13 CFR 121.301.

(i) Well capitaliczed has the same
meaning as well capitalized in 12 CFR
6.4.

[61 FR 49660, Sept. 23, 1996, as amended at 68
FR 48775, Aug. 15, 2003]

§24.3 Public welfare investments.

A national bank may make an in-
vestment under this part if the invest-
ment primarily benefits low- and mod-
erate-income individuals, low- and
moderate-income areas, or other areas
targeted by a governmental entity for
redevelopment, or the investment
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